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A conflict between the governments of Argentina and Uruguay has broken out over the planned
construction of two cellulose plants near the Uruguayan riverside town of Fray Bentos. Argentine
environmentalists and officials fear that byproducts from the plants will ruin the environmental,
economic, and social conditions along the river that the two countries share, while Uruguayan
officials are unwilling to go without the potential investment and jobs that the World Bank-financed
plants will bring.

Finnish, Spanish plants represent US$1.8 billion investment
The plants, one to be built by the Finnish company Botnia and one by the Spanish company
Empresa Nacional de Celulosa (ENCE), will be near the Uruguayan town of Fray Bentos in
the department of Rio Negro and will lie across the Rio Uruguay from the Argentine city of
Gualeguaychu in the eastern province of Entre Rios. They will produce wood pulp, used to
manufacture paper. The former government of conservative President Jorge Batlle (2000-2005)
approved the projects and the new, leftist government of President Tabare Vazquez has refused to
revoke the permits, arguing that they are necessary to attract investment and create employment.
The two European companies say the factories will generate 4,000 new jobs and attract US$1.8
billion in investment, with the ENCE plant anticipating US$600 million in investment and Botnia
US$1.2 billion. The sum is not insignificant in a country with an annual GDP of about US$13 billion.
The governments of Argentina and Uruguay have set up multiple technical meetings to discuss the
paper mills, with the third taking place Aug. 31 in Montevideo.
Presidents Vazquez and Nestor Kirchner formed the mixed commission in May. The governments
exchanged analyses of the environmental impacts that the mills might have, while on the public
stage there has been increased antagonism between the two nations.
Uruguayan Foreign Relations Minister Reinaldo Gargano denied on Aug. 30 that relations between
the two countries had deteriorated, yet, the week before, Argentina had called on its neighbor to
"discontinue" construction of the two factories.
Argentine Foreign Relations Minister Rafael Bielsa made the call Aug. 23, saying before a group of
environmental organizations from Gualeguaychu, "The issue of the paper-milling businesses is a
national question."

"Totally" chlorine-free or "elemental" chlorine-free?
In July, Bielsa said that Argentina is not opposed to "the largest economic investment in the history
of Uruguay," but that it questions "the technology that will be used, an elemental chlorine-free
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process, that will not be allowed to be used in the European Union (EU) starting in 2007 because it
releases elements that produce acid rain and bad odors." Bielsa added, "The technology completely
free of chlorine is more expensive and the paper it produces is weaker paper. "For that reason they
want to use less modern technology."
The Uruguayan government and the foreign companies involved have repeatedly stated that the
Uruguayan mills will be equipped with more modern, less polluting technology. The World Bank,
whose International Finance Corporation (IFC) is contributing to the financing of the plants, also
says they will not contaminate significantly. But Botnia and ENCE are both planning to use an
elemental chlorine-free (ECF) bleaching process in their plants. While not as harmful as older
technologies, ECF bleaching still involves the use of chlorine dioxide, leading to the emission of
dioxins and furans, which are not only harmful to human health, but can also spread over long
distances and persist for years or even decades. There is, however, a newer, cleaner bleaching
process, known as totally chlorine free (TCF), which produces no dioxins.
While TCF technology is now being required in pulp mills in the EU, the European companies will
not be using it in their Uruguayan operations. This has led to accusations, even from Uruguayan
environmentalists, that the companies are trying to get around EU regulations by building dirtier
plants overseas. Cellulose production is a highly profitable export business for South America's
forestry sector, but its processes are also prone to pollution.
The manufacture of pulp from wood involves a bleaching process, and when chlorine or related
chemical compounds are used for this purpose, they create very toxic byproducts like dioxins
and furans, two of the 12 pollutants named in the Stockholm Convention on Persistent Organic
Pollutants (POPs).
The international treaty is aimed at phasing out 12 specific POPs: nine pesticides, two unintentional
byproducts of chemical production and the burning of chlorinated substances (dioxins and furans),
and a group of industrial pollutants known collectively as polychlorinated biphenyls (PCBs). These
chemicals are highly toxic to animals and humans; are stable and persistent, lasting for years or
decades before degrading into less dangerous forms; travel widely through the air and water; and
accumulate in the fatty tissue of living organisms which means they can be passed along the food
chain.
Earlier this year, the Chilean government accused a cellulose plant near the city of Valdivia of
ruining the habitat of the continent's largest population of endangered black-necked swans (see
NotiSur, 2005-05-06, 2005-07-29). Argentina has a number of its own cellulose plants, which have
generated significant quantities of pollution. Protests batter bilateral relations Provincial leaders in
Entre Rios have led the fight against the plants since 2003, saying that the tourism economy of the
region would be devastated if the paper mills contaminated the river.
On Aug. 15, thousands of residents of Gualeguaychu and Colon, to the north, blocked two bridges
over the river to Uruguay for an hour to protest against the plants. The bridges link Gualeguaychu
with Fray Bentos and Colon with Paysandu. An April protest in Gualeguaychu reportedly drew
35,000 demonstrators. The Deliberating Council of Gualeguaychu has declared "environmental
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alerts," claiming that the Uruguayan stance is a "violation of the Treaty and Statute of the Rio
Uruguay and the Framework Agreement on the Environment of the Southern Cone Common
Market (MERCOSUR)," of which Argentina and Uruguay are members. Bielsa has mentioned the
possibility that the matter could end up before the International Court of Justice (ICJ), "but if we
were able to reach an understanding, it would be optimal."
Uruguay complained in a letter to Argentina when the latter took its complaints to the World Bank.
The country has defended its "sovereign rights" to decide on the foreign investment that enters its
borders. It skipped July technical meetings with the Argentine government after tensions between
the two countries increased. The Uruguayan government did not attend the two meetings that were
scheduled to protest Argentina's decision to ask the IFC to condition funding for the pulp mills on
the completion of an independent environmental-impact study.
Vazquez and Kirchner have yet to meet personally regarding the matter. During a visit to
Montevideo, Argentine Economy Minister Roberto Lavagna denied that his country's opposition
to the plants was an electoral issue in legislative elections set for October, with Kirchner's party
allegedly rallying around the issue to garner votes.
Ricardo Gahan, an activist with the Entre Rios Asamblea Ambiental Permanente, says the
Uruguayan government has admitted that it lacks the technical and financial resources to
adequately monitor the factories and that the technical experts who will be in charge of oversight
will be proposed by Botnia. "We can't allow the fox to guard the hen house," said Gahan. "That is
a suicidal attitude on the part of Uruguay, which we must curb because there are other companies
that are studying the possibility of building factories in our region, and if we fail in this case, we will
be sending out a signal that they can come and do whatever they like."
Jaime Igorra, Uruguayan deputy minister of housing and the environment, says, however, that
the plants will be monitored by Uruguayans. "A laboratory run by Uruguayan experts will be set
up in Fray Bentos to monitor, on a daily basis, emissions of gas into the air and the liquid effluent
dumped into the Rio Uruguay." Igorra also said that ENCE has created a reserve in Fray Bentos
for endangered species of animals, while Botnia will begin to monitor the sewage that Fray Bentos
dumps into the river.

-- End --
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